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| (2) In ! 'orma tion concorRiiifr. the Na tional Klon'-oka ties? 

was 4Kirnish.ee? to reliable news sources at the '•.Sal is bury Post . 
Salisbury, N. C. , and at the "Charlotte Observer", Charlotte, 

N. C . . the la tier giving coverage throughout, the State of North 
Carolina. These articles were timed to appear a clay or so 
before the Klonvoka tion so as not to give notification to a 
lartro number oi 1:1 ansmen v.’lio may not have been i n lending to 
attend the K' "rvokation . The articles were used morel? as a 
basis lor the aiv. jynous calls subf-equrntly made >.o the 
a bo*-- orient ioned individuals . 


(3) Anonymous telephone cal! 1 - were m. a to -Arc 
Reservations Cleri at tlr- lie, v.-ard bonus- n, and • :• ty Courts 

motels , Salisbury . N- C..‘. and rose. vat. : :■■■• .<•. --.nd.iv 3 ovals 

were cancel led. These wore .or it:.?.; ily a o non coming 

to the Klonvok^i^u^fror. philr.de • phi a w .0 ran r -vserva t ions 
in '..ho name of and involved so. j ft h rooms w i ■' 

two to tbr.--o men per roc',. I! is ic.: t. tha - * h-.-^o indiv ; mis 
in all probability were able? to, r circa >. n: on i n in spac-- o- 
we believe this added to the aggravation 
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Ha* been on e diss. ension in the past among klansinen to 
inaieate that the lottery may have been "fixed" , and it is 
felt that additional questioning or bringing the matter back 
into the klansmcn f s discussions would have a disruptive 
effect from a financial support standpoint at this time. 

(2) At the recent National Klonvoka tion in 
Salisbury, a .'.solution was passed which will assess each 
Klavern £?<J0 and is to be placed in the National Defense Fund 
in an effort to build this fund up to 3250,000. 

In this connection, it is recommenced that Charlotte 
be authorized to arrange lor. wide distribution throughout 
North Carolina a copy o i t\ bows article and comments 


■AUThUil. ILiNbb as 0 e 3 .ng pa.Ld £32, 5U0 and whether he was actual lj 
paid or whether this was n fraudulent scheme by the National 
and North Carolina state Man of rice vs . 

A copy of this article is ■closed her the Bureau, 
and i i; 3. s 3 cl t tnat this '.vide disorb.ri 'on throughout the Mia y 
may further serve to discourage contri buttons to the National 
Defence Fund. 


The Bureau is requested to consider the above 
recommendations , and Charlotte will Keep • the Bureau advised 
regarding any additional opportunities j or counterintelligence 
action. Charlotte will rake no coun fcevj r- belli -jeuce action 
without prior Bure a r approval. 
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RALEICK Wi — The North 
Carolina Court of. Appeals has 
refused because of Jalc filing t: 
consider the appeal of three 
members af the United Klansi 
of America convicted of incit- 
ing to riot. 

In other case, also from 
Hyde County in the eastern 
part of the state but. unrelated, 
the court refused to overturn 
the sentences of 12 young 
Negroes convicted of disrupting 
a county school during racial 
disturbances in 1953. 

the decisions were 

handed down yesterday .- long 
witr. 62 others in what a court 
spokesman described as the 
largest group of opinions by the 



RALEIGH Officials of 
■ 0 f Health, 


nine-member court in its three- 

^'1 ".e c ut; relused to consider 
the ..pr-.r.i of the admitted 
Klr.r.sroi u because it said the 
ase rec-cd was filed 12 days 

Jpte^ — -- 

ir;o Klausmen— L. E. Daugh- 
ters’, Jesse Matthews and 
■ James Scott— were convicted -of 
inciting to riot and provoking 
breach of the peace during a 
Klan rally July 4, 1SG9. near 
the Hyde County community of 
Middletown. AH three received 
suspended sentences. 

Evidence at the trial showed 
that part of the Klon rally 
included the playing over a 
icisd-spc-akcr system of records 
containing songs and jokes 
insulting to the black r 2 ce. The 
recordings could be heard for 
more than a mile, and. Negroes 
converged on the rally site. 

A guofiglH broke out in which 
a Negro girl was shot In the 
leg and two highway patrolmen 
were slightly wounded. 


In the other Hyde County 
case, the 12 youths were orig- 
inally tried in state' District 
■Court, where they all received 
'suspended four month sen- 
tences and $100 fines. 

They appealed to Hyde Su- 
perior Court, wei e again con- 
victed and were sentenced to 12 
months in prison. 

Attorneys appealed on the 
ground that it was unconstitu- 
tional for the 12 to receive a 
more severe sentence in a 
second trial than in the first. 

SPEAKING for (he. court 
yesterday. Associated Judge 
Hugh Campbell wrote: "It is 
settled law in North Carolina 
that imposition c: a greater 
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Unionized ^Ircrno- 
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sentence in superior court upon 
trial de nove (new trial) than 
was imposed in district court is 
constitutionally permissablc." 

The 12 arc Larry Midgett, 
Bradley j c. ii n s o u . Donnie 
Blount, Marlin Coi. Lonr.ie 
Gibbs, Van Gibgs. Henry John- 
son, ' Sammy Bryant, Felton 
Gibbs, Van Gibbs, Henry John- 
Coward and Benjamin Phelps. 

They were convicted of enter- 
ing the predominantly Negro 0. 
A. Peny School near Swan 
Quarter on Dec. . 5, 19-53, of 
locking Ihe principal's secre- 
tary out of her office and ' 
d'e-’rovinc school property. 

The youth; were protesting a 
federally apnroved desegrega- 
tion plan which would have- 
closed the Peay School and an- 
other black school in the county 
and transferred all students to 
mostly white .Mattamuskelt 
School. 
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7/15/7C 


1 - Mr. J. G. Deegan 


CO UITTERI III ELL IGEMCE FRDGRAM 
IS - DISRUPTION OF HATE GROUPS 
(UNITED KLAHS OF AMERICA, INC., 
K MIGHTS OF TIC KU KLUX KLAK) 
CHARLOTTE DIVISION 


Rear let dated 6/30/70. 

In connection vith your positive recontcencations made 
in relet your attention is directed to bureau letter dated 
9/2/64 captioned "Counterintelligence, Internal Security, 

Disruption of Hate Groups.” 

The above Bureau letter net forth the requirement 
that quarterly letters concerning the Counter Intel licence 
Program be submitted and also stated that recommendations 
for counterintelligence action should not be included in 
these quarterly letters. 

Accordingly, the reconvene a tier j:;ct forth in your 
-letter of 6/50/70 should be resubmitted a: or.'/ '*itb odd it inns 1 

lit tails. 

-si . 

U j The details should include the following-: 

-I 

- ; ° l. Information in you:: filer, as to vhether .internal 

[Revenue Service was ever furnished information concerning the 
lottery conducted by the United K! ant of America. 

— . ~~ 2. Information in your filer as tc • 'bother 

— ever included in his income tr>: refcur ~ hut fact tart he ■ 

-iron the lottery conducted by the K Ten ^ /'/ 0 J j'}> 

— •' 3. specific details as to ho*, dtscvsei?ns r; ■u'*3rning-g f 

the lottery among, klansmen would bring abort a -risruptlv. expect: 

from a financial' support standpoint r.t till a tire. 
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Letter to SAC, Charlotte 

RE:* 00UNTJ2RINTELLIGEHCE PROGRAM 

15^-9r8 


~ The above information should be submitted under 
a separate counterintelligence caption end for your future 
guidance all counterintelligence proposals should be submitted 
under separate caption. 

NOTE : 

Charlotte Division in connection with their 
quarterly progress letter submitted specific counterintelligence 
proposals. In order to handle these proposals additional details 
are required. 
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UNITED STATES GOVERNMENT 

Memorandum 

i 

DIRECTOR, FBI (157-9-8) 

A. 


from! V%AC, eHARLOTTE (157-281) (P) 

' n ~ 

SUBJECT;-goUNTERINTELLIGEMC E P RQGRAI 1 

's.IS -.'DISRUPTION OF HATE GROUPS 
^UNITED KLANS—OF AMERICA , „ IK C , 
- -JOfliGHTS "OF TI 7 E KU KLUX KLAN) 
CHARLOTTE DIVISION ' 
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DATE*. 7/2 9/70 
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Re Charlotte letter to Bureau, 6/30/70, and 
Bureau letter to Charlotte, 7/15/70. 

Recommendation For Counterintelligence Action 

(1) At the time the automobile of Imperial wizard 
ROBERT SHELTON was raffled off many klansmen expressed the 

feeling that the raffle had been "fixed". This feeling arose 

from the fact that the winner of the. ant 





During this time there 

v^ro also rumors orevalent among klansmen concerning a 
statement byfgggf that ■ he had "paid" $^ 00 ^c^Ui^utom.obile . 
Following this there were reports had 


met with an attempt to resolve the fact that 



had actually 


’won” the automobile. Many of the klansmen were never 


completely satisfied with the explanations furnisned by 
and other" Klan officers concerning this particular raffle. 

It is recommended that consideration be given to 
furnishing local IRS ^.ejents information concerning- this 
raffle, as we IT a s^the 'amount "of money allegedly received by 
the Klan as a result of the raffle, which was reported at. the 
recent Natioru^LKlonvokation. . IRS should also be furnished 
the name of as the vrinne^with IRS to ascertain wn ether 

the "prize" ,v;as reported on his income tax forms. 


( 2 /- B u re au ( FJM ) 
IT -f Charlotte 
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It is believed that in the event it is shov. T n that . 
did not report the automobile as a "prize" his allegation 
T probably be that he bought the aut omobile in his normal 


wi~ . 

course of business , inasmuch as 

Should this occur it is felt that considerable dissension 
could be created by publicizing through leaflets or other 
means to the UKA membership generally that the raffle for 
the Imperial Wizard's automobile v.’as a fraud. This should 
deter members from participating in future raffles and other 
fund raising activities put forward by the Klan. 


IRS has never been furnished information concerning 
the raffle of the imperial Wizard's automooile, and it is not 
known vhe the ever included in his income tax return the 
fact that .he wor^the automobile in the raffle. 



It is felt that such actions, if successful, v?ould 
impair greatly future attempts by the Klan to raise money 
through lotteries or. raffles. 



(2) At the recent National Klcnvokation in Salisbury, 
a resolution was passed which will' assess each Ivlavern $200 
and is to be placed in the National Defense Fund in an effort 
to build this fund up to $250,000. 


In this connection, it is recommended that Charlotte 
be authorized to arrange for wide distributior^throughout 

^ ______ Comments relate to 

being paid $12,500 and whether ne was actuallv 
paid or whether this was a fraudulent scheme by the National 
and North Carolina state klan officers. 


A copy of this article was furnished the Bureau in 
referenced Charlotte letter, and it is felt that this wide 
distribution throughout the Klan may further serve to 
discourage contributions tc the National Defense Fund. 

».■ The Bureau is requested to consider the above, 

recommendations , and Charlotte v?ill keep the Bureau advised 
regarding any additional opportunities for counterintelligence 
action, "charlotte will take no counterintelligence action 
v/ithoutmprior Bureau approval. 
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(XJUNTERItrfHLLIGENCE PROGRAM 
DISRUPTION OF HATE GROUPS 
(UNITED KLAKS OF AMERICA, INC., 
KNIGHTS OF THE KU KLUX KLAN, 
CHARLOTTE DIvdlJlOH) 

RACIAL MATTERS 
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8-12-70 


1 - Mr. J. V. V/alsh 
1 - Mr.. J. G. Deegan 
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Rnurlet dated 7-29-70. 

Authority is granted for you to advise IRS 
local?. y the information concerning the him. raffle 
referred to in referenced letter as well as the amount 
of !fioney allegedly received by the hi an as v. result of 
th e raffle. You are also authorised to iumis;; the name 

to as 0 - the i'loti 

In addition, you are authorised to arrange tor 
distribution throughout North Carol 
article and comments which have 

referred to in referenced letter. insure the distnhuoAwn 
of the news article is done in such a way that it cannot 
be traced to the Bureau. Keep Bureau anvisad or pertinent 
developments . 
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Memorandum / 


TO : DltcTOR, FBI (157-9-8) 

date; 10/5/70 

I 

from rXs AC, —CHARLOTTE (157-231) (P) 

r v 


subject: COUITTBRIHTE LLIGENCE PROGRAM 

IS - DISRUPTION OF HATE GROUPS 
; ^UNITED KLAUS OF AMERICA, INC., 
! ; , "r.ICIIGHTS of t-*e ku khloklan) 
CHARLOTTE DIVISION 

\ . .. 

z\ /'■. d * '■ 
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Rg charlotte letters to Bureau dated 6/30/70, 7/29/70, 
and 9/30/70. 


QUARTERLY PROGRESS LETTER 


Set fcrtii below is current imormation concerning 
the counterintelligence program being directed towards tne 
captioned organization: 

national Klonvokation of UKh, 

Salisbury, H . C., 6/27-20/70 


Referenced communication of July 29, 1970, requested 
that Bureau authority to furnish local IRS Office with ^ 
information concerning the raffle in 
or Imperial wizard SHELTON was won by 

if k *» 16 > % 

I ( Bureau letter to Charlotte dated 8/12/70 granted 

b^f authority for furnishing such information to 

was (b m hv hu mi shiny detailed information 

IRS, Charlotte, N. C. 

ts OCT <> IT 70 

stated t hat h is office would reques t the 
pertinent tax returns of^flHl and ascertain v;he tne.r^jj^^J 
reflected his winning the autom obile on his tax return. Once. 
it is ascertained v;hc the recorded this as a prize or GT 

whether he recorded it as an out— right purchase, it can , v 

be determined what further counterintelligence action to take 
regarding the general Klan membership. . 

2 - charlotte 
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The Bureau .also authorized for additional districution 
throug hout North C arolina a co py of a news articled 

re la t i ng to the payment or 

$12,500 to .^TBU&s^NSS, indicating that this may have been 
c. fraudulent sc he me ‘"-by Klan officers. 

additional mailings of this 

article have- beer made to various Exalted Cyclops and units 
in the UKA, and informants have indicated that this has caused 
additional ill feeling particularly in regard to money matters 
a none- UK'-. Klan s men. 


It i: felt advisable 


stress the continual demand 


for money in UKa in North Carolina, and Charlotte v>ill continue 
to make recommendations in this regard as opportunities arise. 

It is feit that the additional mailings set out above have 
been productive from the standpoint of again irritating: the 
membership on a point where many of thc-m arc already dissatisfre 
Upon receipt of additional information from IRS in regard to 
the other ’matter , Charlotte will make fur ther recommendations 
in that time. 


a 




By separate communication, Charlotte has requests 
the Bureau's consideration ar.ci approval in furnishing- 
information to friendly press contact regarding the "500 club." 
The operation of this was set out in Charlotte * s letter to t;:e 
Bureau, 9/30/70, ana it is felt that publicity from such an 
article in the manner set out in the cotiununioat^on will have 
a tendency to reduce the effectiveness of^U^^'-'ndeavor : 
in th is regard . - 

Charlotte will take no further counterintelligence 
action without Bureau approval and will make- additional 
recommendations as opportunities arise. 
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Date: 9-30-70 


Transmit the fcwowing in 

I 

Air tel 


(Type in plaintext or code) 


Via 


(Priority) 


V 
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To: 


Director, FBI (157-9-8) 




Front/' ]/ !^2tf5T"~Charlotte (157-281) 
\ — 


(p) 


N ^Sub-iect: ^C OUNTERINTELL IGEliCE .PROGPjAM_ 

" IS - DISRUPTION _0F jATF„GROUPS 

(UNITED KLANS OF’AJIeRICA, INC., 

KNIGHTS OF THE KU KLUX KLAN) 

CHARLOTTE DIVISION- - 

. Re CF, let to Bureau 6-30-70. 

■’•The Bureau is requested to consider the following 
counterintelligence recommendations of the Charlotte Division: 


500 CLUB. 




During the National Klonvo3:atior^’^j|^^jtrj^^orth 

Carolina, in June 1970, North Carolina 

and Imperial Wizard SKELTON elaborated to some of the member 
concernina a "500 Club". 


i / 
/ 


This Club v;as to provide the membership with nrotectioij 
during periods of racial violence. As explained to some of the 
members at a meeting following the formal Klonvc.hation, -marcjiant? 
would be asked to join the ”500 Club" by rn.a3d.ng payments to the 
UKA. It '-'as believed the payments were at $500 per year, and 
the merchant would receive a membership card and tso L;./i'p 
offer of protection for his business during a period of racial 
strife in the merchant's community . 

Recently in Charlotte, North Carolina, the residence 
of a He err o family" who had moved into a predominately white 
neighborhood was" shot into and thereafter several self-appointed 
protectors went to the residence to stand guard. 

2.) - Bureau (RII) 

2 - Charlotte 
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Special Aaer.? in Charge 
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I »• The inciden£ti^ligr^tj^^g^g^ub^^^^^^j^ ' 
thd local press, 

w - •/; „ -‘j t »y V. *- , %t who . is a friendly press contact of. .. 

th^ena^BW^orn^^^ontemplates writing a feature article 
concerning protection by non-police and by hired guards. 

has received some information concerning the 
"500 Club" from his sources and desires to supplement it vrith 
information available in other areas of the state to shorn vine the r 
or not this is becoming a state-wide problem. 

has previously been furnished information concerning 
the Klan and has written numerous articles from information which 
has been furnished to him follov;ing Charlotte receiving bureau 
approval. 

Charlotte believes that ndu^w^rl information concerning 
the "500 Club" should be furnished to^^PBB : ' Dr inclusion in his 
article as it is felt that his raising tne issue in tnc article ^ 
concerning legal liabilities ana the possible criminal liabilities 
which might attach t^self- appointed protectors will have a 
deterrent effect on^HHF expansion of the "500 Club". 

If the Bureau approves the furnishing of such inf ormati.on , 
it will be furnished and, as in the past, the 

articles will be written so as to provide complete security of 
the Bureau's position. 

No further counterintelligence action will be taken 
without the Bureau's approval. 
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To: 


SAC, Charlotte (157-281) 


From: .-Director, FBI (157-9-8)-"/£^ 

- .. m cost 


COUI'iTEPJNTELLIGBTCE PROGHritf 
DISRUPTION OF HATS GROUPS 
(UNITED PLANS OF AMERICA, INC., 
KNIGHTS OF THE KU KLUK KLAN) .. 
CHAEbOTTS DIVISION 
RACIAL MATTERS 
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10/7/70 


l - Mr. J. V. Walsh 
1 - Mr. J. G. Deegan 


P.eurairtel dated 9/30/70. 

It is not clear in reairtei what connect ion 
the "500 Club" has with the incident in relet concerning^ ^ 
the shooting into the residence of s Negro family who 
into a predominantly white neighborhood. 

In addition, prior to advising concerning your 
recommendation made in reairtal you must specifically 
sot out additional information you visa to 



Upon receipt of the above, you will be advisee 

concerning your recommendation. 

JGD : rmm (5) ! " ■’ I / S 7 ^ ® ' 
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^^h^^he^^S^mat^r^oncerning the "500 Club." This is a 
i i> — Klan group formed by Imperial Wizard Robert M. Shelton to 

provide the membership with protection during period of racial' . 

m 'll ILL: violence. It Is believed payments are at $500 per year and (’ ■ i 
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Airtel to SAC, Charlotte 



COUNTERINTELLIGENCE PROGRAM 
DISRUPTION OF HATE GROUPS 
9-8) 



NOTE OONTIKUED ; 

any raerchant that paid the $500 receives a member ship card 
and the UKA's offer of protection for his business during 
the period of racial strife. 
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Transmit the * lowing, in 


Via A I RTEfe~ 


Date: 10/9/70 


(Type in plain: ext or code) 


(Triorily) 



DIRECTOR, FBI (157-9-8) 


FROM : r S-iC, Cl L^R LOTTE (157-281) 

CO (JNT E R I NTE LL I GEN C E PROGRAM 
DISRUPTION OF TIATE GROUPS 
IGNITED.. KIA MS. ..OF.. AMERICA , INC. , . 

’’ * v/K N f oil IS O F THE .KU KLUX KLAN) 
^Charlotte division . . .. 

'RACIAL HATTERS 


us A 


Rg Charlotte airtel to Bureau 9/30/70 and Bureau airtel 
to Charlotte 10/7/70. 

Referenced Eureau airtel requested information as to 
possible connection between the ”500 Club” and the incident in 
referenced Charlotte airtel regarding the shooting into a resi- 
dence of a Negro family who had moved into a predominantly v. hj.te 
neighborhood. 


There is no connection between the ’500 Club 1 and the 
incident involving tne shooting into ciu 

article which is under cons icleratioji by. 

up possible legal ramifications coming lifui 
"volunteer guards" are used in any given situation . 
wishes to point out in his ar tic le that iOilcviu^ iuc s.u. t^ng 
into the Negro residence, approximately twelve to fifteen 
individuals appeared at the Negro resilience armed with lilies 
and shotguns to "protect" the Negro family from any further _ 
attacks on their residence. These "guards were not specif ical 
requested by the Negro family, but once they appeared on the 
scene they remained for several days with the acquiescence of t 
Negro family. ThJs^^y a t i on created considerable tension in 1: 
neighborhood and^KB^T in his article, hopes to show tn^-v 
"amateur guards" can lead to more serious comp licat ions than ii 

2)- Bureau , 


iron 


enco . 
is. to 
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point 
v:h i c h 
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Transmit the Silowing in 


Date: 


(Type in plaintext or codel 


CE 157-281 


(Crt only) 


the situation were allowed to 
enforcement age./cles. 


be handled by legitimate law 


In using the above incident, he will then use a 

3 art 1 le 1 s j tuati on . this_h£jj^^JJlg»^ ,, 500 . C 1 ub ”, of wh i c h 


P to develo 


MHMPn'SOO Clue" also provides, for wna t WKKm cans ama 
guards” who would take over the protection of various bus 
where the owner of the business had joined x, li g 500 Club 
"protection” would come in times of racial ois turbances o 
and would involve Klansmen being entiled to the place of 
business to protect it from destruction* 


P * 

teur 
inesscs 
. The 
r riots 


In his article '.vents to poi 
instances of "amateur guards” taking over wh 
by legitimate local law enforcement officers 


t o pci n t o u t t h esc t wo 
ver" what should be handled 


The information which Charlotte desires to J^yj^sh 
is the identity of several known Klansmen whoa 
used as "salesmen” in making contacts with various mc*i chants 
seeking out t heir m embership in the "500 Club”. bith this 
informatioh,tiBBi should be able to develop the identities of 
some of the merchants who are members of the ”500 Cluo T tc . 
obtain addi tional background fox'* his article. As inoicace^ 
previously , ^■■fcfclready has S one information concerning this 
.operation but is in need of the identities of specific 

ndividuals whom he can contact for more detailed information. 

It is fel^^Uurt the identities of these individual^^^^n be 
given to^Hfc. ithout endangering 'informants :uid 
handled previous information furnished in a west circumspect 
and discreet manner. 

The Bureau is requested to consider furnishing 
this; information and upon receipt of Bureau approval, Charlotte 
will do so. .. 

Charlotte will take r.o further counterintelligence 
act ion .without prior Bureau approval. 


approved; 


Specie] Aqerr \u Chorq 
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10-15-70 


Airx^l 


1 - Mr. J. V. Walsh 
1 - Mr. J. G. Deegan 

To: SACs, Charlotte (157-281) 

Birmingham 

R£Cl? jr]Q 

Fromj^P.^&ctor, FBI (157-9-8) / / 

COUin'ERIiTTiiLLIGlWCE PROGRAM 
DISRUPTION OF HATE GROUPS 
(UNITED KLAUS OF AMERICA, INC. , 

KNIGHTS OF THE KU KLUX KLAN) 

CHARLOTTE DIVISION 
RACIAL MATTERS 


HeCEairtel dated 10-9-70. 

Authority '-is 

furnish t o ^ — 

uisnen 

V7 hGrr>miHBV has used as "salesmen” in making contacts 
with various merchants seeking their membership in the "500 
Club.” 


’ r*»n|i 

llivm „ 

■hr 

*shoji 

<-i:nmi. C .f). 
iththan 

i<|n-r 

wtw\ 
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IV »*S „ 

ilu*r* 


Prior to furnishing this information to|^ 

you should insure that he clearly understands the Flit is not 
to be identified in any way with furnishing this lead 
information to him. — _ 

/S 7 -?- «- 1 7 ® 

Keep Bureau advised of all pertinent developments. 

For the information of Birmingham Division, the 
Charlotte Division recommended that the above information be 
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Airtel to SAG, Charlotte 
RE: COUNTERINTELLIGENCE PROGRAM 

/ DISRUPTION OF HATE GROUPS 
•I (UNITED KLAHS OF AMERICA, INC., 

I KNIGHTS OF THE KU KLUX KLAN) ; 

1 CHARLOTTE DIVISION 
157-9-8 


furnished to^jj^l^HI^HFwbo intends to publish <.d article 
concerning the "500 Club." He intends to point out that 
"amateur guards" can lead to more serious complications 
than if the A auction was allowed to be handled by legitimate 
lav: enforcement agencies. 


NOTE: 


Vsf 


C 


The "500 Club" is o Klan operation wherein merchants 
are solicited to pay $500 which will guarantee them "volunteer 
guards" for their business in any given situation especially 
in case of racial violence. Charlotte advised that ___ 
can be furnished the inf ormatioi^se^out above without 
i endangering informants and thatJ^HPhss Jvuadled previous 
1 information furnished him in a' most circumspect and discreet 
j manner, ^jjjgaj^^xles^contn in no derogatory inf o me- 1 ion 
cohcemin 
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TO: 

FRO 


DIRECTOR, FBI (157-9-8) 


ROM : AC, C HARLOTTE ^ (157-281) (P) 

SUBJECT: /..COUNTER INTELLIGENCE PROGRAM 
DISRUPTION OF HATE GROUPS 
H^NITED ' KLAMS OF All ERICA, INC 
■■^IGTIGIITS OF. THE ,KU KLUX..KLAK) 
NAT IONAL KLONVOCAT ION 

11/26-29/70, ' 

TUSCALOOSA, ALABAMA 
■ RI.I - KLAN 






v \ r' 


He Birmingham airtel to Bureau dated 8/13/70. 

Referenced Birmingham c ommi.ni ica t i on solicited 
counterintelligence suggestions from recipient offices for «cc 
during the National K1 on vocation of U:t- xt> be lie.'.u :.n Tuscaloosa 
Alabama , 11/26-29/70 . 

The Charlotte Division makes the following counter- 
intelligence suggestions for consideration by the Birmingham 
Division for possible use during the National Klcnvoca Lion : 

1. During the National Klonvocation of the UNA .held 
in Salisbury, N. C., on 6/27-20/70, a financial report, fci the 
fiscal year 1968-1969 was furnished to those in attendance. ^ 

The National Office reported a total income of over some SI 00 , 000 
but there was no detailed or itemization of the expenses coveiing 
the expenditures of this $100,000. 

Charlotte informants in attendance at this hlonvocatio 
stated there were some remarks reflecting dissnfisiacti.cn among 
some of the members that the National Office had not given a 
more “itemized or detailed accounting of where this $100,000 

had been spent. PE-28 Q , fl j_ ..hi > j 

(p- Bureau (P.11) " I 

2 - Birmingham (157-335) (KM) _ /? /://<*•/ ! 

2 - Charlotte r; £$.7 9St P.*U 

..GCX: cbw 1 A&A- 
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Sp>’civJ Anon* in. Chcrcs 




Transmit the Bllowing in 


(Type in plaintext or code f 


CE 157-281 


( Priority ) 


It may be that informants attending the klonvocation 
at Tuscaloosa in November, 1970, could cause some additional 
dissatisfaction and possibly delays or disruption of the activities 
by demanding a more detailed accounting of expenditures for the 
fiscal year 1969-1970. 

2. it has also been reported that during the kxon voca tie 
a d a 

of Virgini a. V o 1 1 0 'V i n g : : ^l™sman 

nominated ^? r 

same nositioi^ this nowinat ion , it is reporteu unat 
"lew into a rage and told the lilansmen who had nominated 
that he did not have any business nominating a second 
party for this position. This incident furnished some members 
at tending the klonvocation in Salisbury with an ample demons tra i,*oi 
of ^jjjj^dictatorial operation concerning the klan.~ 

It is felt that some consideration could be given to 
instructing informants attending the klonvocation to be alert 
for this type of situation and to possibly bring up. the -act 
that candidates for the Imperial Board were "hand-picked” at the 
klonvocation in Salisbury and should be removed from oil ice anc 
a new election held so as to give the membership a freeoom of 
choice in selecting candidates for these positions. 

At the klonvocation in Salisbury 

had the Saturday evening banquow ca -md 

rro enargea eacn person in attendance So for the. dinner , howev ei , 
information was subsequently received that thocaterer luruxsbea 
the meal for approximately $2.50, which lef th approxi- 
mately a $2 profit for each plate wkxen was 

If a similar situation exists in the klonvocation in 
Tuscaloosa, informants could be alerted to this situation and 
make a demand that each member attending tne banquet s-iould be j ■ 
assessed only the exact, amount which the caterer is going to j 
charge for the meal rather than having an excessive price charge®, 
and having the profit go to the Imperial Wizard or Grand Dragon j 
of the organization. j 


Approved: 


Special Agent i 
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4. Comin g out of the klonvocation at Sal isbury, N . C . ,j 

was a which 

attempt to i...r lement oncer ns the 
"500 Club" which is basically a protection-type racket in which 
^attempts to secure from individual merchants a commitment 
:o pay from $100 per year up to $500 per year as protection for 
their businesses during times of riots or racial strife. The 
plan is to operate in such fashion that when the merchant has 
his place of business threatened by Negroes or any other faction 
during a riot, if he is a member of the 500 Club he can call uoo; 
the local klansmen to come to his place of business and afford 
protection. 

Should the opportunity arise at the klonvocation of 
UKA at Tuscaloosa, Birmingham may wish to instruct informants 
attending the klonvocation to bring up pertinent questions con- 
cerning what the klan’s liability might be to a family whose 
husband or father went off on a protective assignment to one of 
the merchants* establishment during a time of race rioting and 
was subsequently killed. This could be expanded into the 
possibility of the klan providing paid-up insurance policies for 
all members of the klan. who are expected to be assigned to take 
part in these protective activities^ it could be approached 
from the legal liability of the klan to provide for the welfare 
of the wife and children of klansmen who might be killed affordi 
such protection* and the possible legal liability of the Imperial 
Wizard personally and the state Grand Dragons personally in 
these situations could be discussed with a view to pointing up 
the serious liabilities involved and perhaps an indication that 
the 500 Club operation should be discontinued throughout the 
klan organization. 

5. Some cons ideratior could also be given to the fact 
that>6NELT0N and the National Office in extending invitations 

to kiansmeh' to participate in the Second Degree of Klsncraft 
for which candidates to the second degree arc to be charged $25 
initiation fees, stand to amass a small personal fortune from ; 
these payments. This could be utilized as another example of" 
where "patriotism has a price" which has been used to varying 
degrees of success throughout North Carolina by continually 
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prodding individual klansmen with this phrase, pointing out that 
the klan hierarchy is placing the dollar sign on patriotism in 
all aspects c'f Xlancraft. Demands could be made for an accounting 
as to what the $26 from each member going into the Second Degree 
of Klancraft could be used for and possibly even question the 
necessity for any initiation fee whatsoever in these pro;- eedirgs . 

The above suggestions are .furnished to the Bureau and 
Birmingham for whatever possible use Birmingham may be able to 
make of them in connection with the klonvocation to be held in 
Tuscaloosa. 

No counterintelligence action should be taken without 
prior Bureau approval and Birmingham is requested, to advise 
Charlotte should any of these suggestions be implemented so that 
informants of the Charlotte Division who may attend the klonvocation 
can be properly instructed in accordance with Birmingham's desires. 
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It may be that the salient points in the 
re contne neat ions might possibly be prepare 6 in a lea fie 
form and distributee .anonymously to the members attend 
the IC1 envoi cat ion — possibly subsequent mailing of sue 
to other selected officers, and members following the 1 

Charlotte will remain alert for the opportur 
to utilise the recommended action and ma :-:e appropriate 
me neat ions to the Bureau 7 / hen these opportunities Gris 

Ho counterintelligence action will be taken 
prior Bureau approval . 


Approved: 


.M Per 


Special Aaent ir Charge 



















Charlotte has previously received authorization for 
additional distri butijkn^foroughout North_Carolina_o f a news 

article relating 

the payment to ARTHUB^tJAYSES of $12,500 in attorney s fees and 
in which he indicated that he believed that this was a fraudulent 
scheme by klan officers to secure additional funds - 


ave indicated that the 


leaflets are the subject of conversation at klavern meetings 
and continues to create some ill will among the membership when 
these leaflets are read in open meetings. 

Charlotte has previously received Bureau authorization 


to furnish information to 


wh ich 

^ _____ _ ia s been attempting to put into operation, 
has been furnished information which has been authorized oy 
the Bureau and will prepare an article utilizing this informatio 
along with other information which he has deve loo^^^roug 
independent interviews, which he has conducted . 

most circumspect in his use of information as furnished in the^ 
past and it is felt he will continue to utilize such information 
to the complete protection of the Bureau as the source. 

has not as yet prepared the article due to having 
been given other assignments by the editor, which have of 
necessity required a great deal of his. time. He has rnorcated 
he still intends to do such an article and will not come until 
probably shortly after the first of the year. 

Charlotte will, by separate communication, make 
appropriate recommendations for counterintelligence action 
as the opportunities arise and will take no counterintelligence 
action without prior Bureau approval. 
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UNITED STATES C ' LAMENT 

Memorandum 


( ) 


I DIRECTOR, FBI (157-9-8) 

3 - ^ SAC , CHARLOTTE^ ( 157-281) 

0 

COUNTERINTELLIGENCE PROGRAM 
DISRUPTION OF HATE GROUPS 
(UNITED^ KLANS OF AMERICA, INC., 
KNIGHTS OF THE KU KLUX KLAN, 

C:i 7 LOTTE DIVISION) 

RACIAL MATTERS 

Re Bulet to Charlotte, 8/12/70 and Ch: 
to Bureau, 10/5/70. 


date: 2/26/71 


■iotte letter 


Referenced Bureau letter granted authority for 
Charlotte to advise IRS locally concerning 
regarding the klan raffle which resulted i 
winning SHELTON’s automobile. 


information 




The Bureau 
contacts with 1 
Charlotte, North Carolina 


advise: 



conce rning 
I RS , 


On 2/4/71 , VHHPad vised that he had now received 
a report from the field auditor concerning this natter. 

This investi gation was delayed somewhat due to difficulty 
in securing tfflB records from IRS, Atlanta. 


' I 




. 2 - Bureau (RM) 
- Charlotte 
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CE? 157-281 

r ■ 

1 In view of the results of the IRS check it does 

not appear that this has any further counterintelligence 
value and Charlotte is considering this phase closed. 

Charlotte will remain alert for any other 
counterintelligence opportunities that arise and make appropriate 
recommendations. 
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UNITED STATES GO\V.NMENT 

Memorandum 


TO 


1 x 

subject: 


DIRECTOR, FBI (157-9-8) 


SAC, CHARLOTTE (157-281) 


COUNTERINTELLIGENCE .PROGRAM 
DISRUPTION OF HATE GROUPS 
CU^ITED KLANS OF AMERICA, INC. , 
* KNIGHTS OF THE KU KLUX KLAN, 
CIL.... LOTTE DIVISION) 

RACIAL MATTERS 


date: 


4 / 1/71 


Re CElet to Bureau, 12/29/70 


V 


\ 

A 


QUARTERLY PROGRESS LETTER 

Set forth below is current information concerning 
the coun terintcl ligence program being directed towards the 
captioned organization: 

Referenced Charlotte letter set forth information 
concerning the furnishing of local IRS office with inforr.atio 
concerning the raffle in wh i c h the a u t 1 

by 

Carolina. The Eureau subsequently authorized Charlotte to 
furnish pertinent information to IRS at Charlotte and this 
as done. 

of IRS, 

requested a field audit oTJ^PT'etum to ascertain whether 
he had entered in his books the automobile as a cost item. 
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